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UNIT AGREEMENT
FOR THE DEVELOPMENT AND OPERATION

OF THE
NORTH SCHARB UNIT AREA

LEA COUNTY, NEW MEXICO

NO. -

THIS AGREEMENT,Ventered into as of the day of , 1978,
by and between the parties subscribing, ratifying or consenting hereto, and
herein referred to as the "parties hereto,"

WITNESSETH:

WHEREAS, the parties hereto are the owners of working, royalty or other
0il or gas interests in the unit area subject to this agreement; and

WHEREAS, The Commissioner of Public Lands of the State of New Mexico
is authorized by an Act of the Legislature (Section 7-11~39 N.M. Statutes 1953
Annotated) to consent t; and approve the development or operation of State lands
under agreements made by lessees of State land jointly or severally with other
lessees where such agreements provide for the unit operation or development of
part of or all of any oil or gas pool, field, or area; and

WHEREAS, The Commissioner of Public Lands of the State of New Mexico
is authorized by an Act of the Legislature (Sec. 1, Chap. 162), (Laws of 1951,
Chap. 7, Art. 11, Sec. 41 N.M. Statutes 1953 Annotated) to amend with the approval
of lessee, evidenced by the lessee’s execution of such agreement or otherwise, any
0il and gas lease embracing State lands so that the length of the term of said
lease may coincide_with the term of such agreements for the unit operation -and
development of part or all of any oil or gas pool, field or area; and

WHEREAS, The 0il Conservation Commission of the State of New Mexico
(hereinafter referred to as the "Commission") is authorized by an AcF of the
Legislature (Article 3, Chapter 65, Vol. 9, Part 2, 1953 Statutes) to approve
this agreement and the conservation provisions hereof; and

WHEREAS, the parties hereto hold sufficient interests in the North Scharb
Unit Area covering the land hereinafter described to give reasonably effective

control of operations therein; and



WHEREAS, it is the purpose of the parties hereto to conserve natural re-
sources, prevent waste and secure other benefits obtainable through development
and operation of the area subject to this agreement under the terms, conditions

and limitations herein set forth;

NOW, THEREFORE,‘in consideration of the premises and the promises
herein contaiped, the partié; heféto comnit to this agreement tﬁeir respective
'interests iﬁ the below defined unit area, an&ragreé seve;ally among themselves
as féllows: | |

1) UNIT AREA: The area specified on the map éttached hereto marked
Exhibit "A" is hereby designated and recognized as constituting the unit area,
containing 1911.24 acres, more or less. |

Exhibit "A" shows, in addition to the boundary of the unit area,

‘the boundaries and identity of tracts and leases in said area'to the extent
knﬁwn to the Unit Operator. Exhibit "B" attached hereto is a schedule showing
to the extent known to the Unit Operator the acreage, percentage and kind of
ownership of oil and gas interests in all lands in the unit aréa. However,
nothing herein or in said scheduie or map shall be construed as a representation
by any party hereto as to the ownership of any interest other than such interest
or interests as are shown on said map or schedule as owned by such party.
Exhibits A" and "B" shall be fevised by the Unit Operator whemever changes in
ownership in thé unit area render such revisions necessary or Qhen requested

by the Commissioner of Public Lands, hereinafter referred to as‘"Commissioner",
and two (2) copies thereof shall be filed with the Commissioner, and one (i)
copy with the Commission.

2) UNITIZED LAND AND UNITIZED SUBSTANCES: All land committed to this

agreement shall constitute land referred to herein as "unitized land" or ''land
subject to this agreement'". All o0il and gas in any and all formations of the
unitized land are unitized under the terms of this agreement and herein are

called "unitized substances".

3) UNIT OPERATOR: Mesa Petroleum Co. is hereby designated as Unit
Operator and by signature hereto as Unit Operator agrees and consents to accept

the duties and obligations of Unit Operator for the discovery, development and



production of unitized substances as herein provided. Whenever reference 1is
made herein to the Unit Operator, such reference means the Unit Operator acting
in that capacity and not as an owner of interest in unitized substances, and
the term "working interest owner" when used herein shall include or refer to
Unit Oéerator as the owner of a-working interest when such an interest is owned

- by it,

4)- RESIGNATION OR REMOVAL OF UNIT OPERATOR: -Unit Operator shall
have the right'td resign at any time but sﬁch resignatiouishail not become
effective until a successor Unit Operator has been selected and approved in the
manner provided for in Section 5 of this agreement. The fesignation of the
Unit Operator shall not release the Unit Operator from any liability or any de-
fault by it hereunder occurring prior to the effective date of its resignatioﬁ.

Unit Operator may, upon default or failure in the performance of
its duties or obligationé héreunder, be subject to removal by the same percentage
vote of the owners of working interests determined in like manner as herein
provided for the election of a new Unit Operator. Such removal shall be effective
upon notice thereof to the Commissioner.

The resignation or ranéval of the Unit Operator under this agreement
shall not terminate his right; title or interest as the owner-of a working
interest or other interest iﬁ unitized substances, but upon the resignation or
removal of Unit Operator becoming effective, such Unit Operator shall deliver
possession of all eqﬁipment, materials, and appurtenances used in conducting
the unit operations and owned by the working interest owners to the new duly
qualified successor Unit Operator, or to the owners thereof if no such neﬁ ﬁnit
Operator is elecﬁéd, to be used for.the purpose of conducting unit operations
hereunder. Nothing herein shall bé copstrued as authorizing removal of any
materials, equipment and appurtenances needed for the preservation of any wells.

5) SUCCESSOR UNIT OPERATOR: Whenever the Unit Operator shall resign

as Unit Operator or shall be removed as hereinabove provided, the owners of the
working interests according to their respective acreage interests in all unitized
land shall by a majority vote select a successor Unit Operator; provided that,

if a majority but less than sevenfy-five per cent (75%Z) .of the working . interests.



qualified to vote is owned by one party to this agréement, a concurring vote

of sufficient additfonal parties, so as to constitute in the aggregate not less
than seventy five per cent (75%Z) of the total working interests, shall be required
to select a new bperafpr. Such selection sh#ll not become effective until

(a) a Unit Operator so selected shall accept iﬁ writing the duties and responsi-
bilities of Unithpe;ator, and (b) the selection shali haQe been approved by

the Commissionér,}‘if no successor Unit Operatﬁr is éelectéd and qualified as
herein : provided, the Comﬁissioner at his election may declare this Unit Agreement

terminated.

6) ACCOUNTING PROVISIONS AND UNIT OPERATING AGREEMENT: TIf the Unit

Operator is not the sole owner of working interest, costs and expenses incurréd
by the Unit Operator in éonducting unit operations hereunder shall be paid and
apportioned among and bofne by the owners of working interests, all in accor-
dance with the agreement or agreements entered into by and between the Unit
Operator and the owners of working interests, whether one or more, separately

or collectively. Any agreement or agreements entered into between the working
interest owners and‘the Unit Operator as provided in this section, whether one
or more, are herein referred fo as the "Unit Opefating Agreement". Such Unit
Operating Agreement shall also provide the manner in which the working interest
owners shall be entitled to receive their respective proportionate and allocated
share of the benefits accruing hereto in conformity with their underlying opera-
ting agreements, leases or other independent contracts, and such other rights
and obligations as between Unit Operator and the working interest owners ag

may be agreed upon ﬁy Unit Opefator.and the working interest owners; however,

no such Unit Operating Agreement shall‘be deemed either to modify any of the
terms and conditions of this Unit Agreement or.to relieve the Unit Operator of
any right or obligation established under this Unit Agreement, and in case of
any inconsistency or conflict between this Unit Agreement and the Unit Operating
Agreement, this Unit Agreemént shall goverg. ‘Two true copies of any Unit Opera-
ting Agreement executed pursuant to this sectiom should be filed with the Commissioner

and one true copy with the Commission, priorrto approval of this Unit Agreement.



7) RIGHTS AﬁD OBLIGATIONS OF UNIT OPERATOR: Except as otherwise
specifically provided herein, thg exclusi?e ;ight, privilege, and duty of
exercising any and all rights of the farties ﬁefeto which are‘necessary or con-
venient for prospecting for, producing, storing, allocating, and distributing
the unitized substances are hereby delegated to and shall be exercised by the
Unit Operator as herein proﬁided. Acceptable evidence of title to said rights
shall be depoéited with said Unit Operator and, together with this agreement,
shall constitute and define the rights, privilgges, and ébligationg of Uﬁit
Operator. Nothing herein, however, shall be construed to transfer title to
any land or to any lease or operating agreement, it being understood that under
this agreement the Unit'Operator, in its capacity as Unit Operator, shall exer-
cise the rights of possession and use vested in the parties hereto only for the
purposes herein specifieﬁ.

8) DRILLING TO DISCOVERY: After the effective date hereof, but

no later than May 15, 1978, the Unit Operator shall begin to drill an adequate
test well at a location approved by the Commissioner, unless on such effective
date a well is being drilled coﬂformably with the terms hereof, and thereafter
continue such drilling diligently until the Morrow formation has been testéd or
until at a lesser depth unitized substances shall be discovered which can be
produced in paying quantities (to-wit: quantitites sufficient to iepay the costs
of drilling, completing, and producing operations, with a reasonable profit) or
the Unit Operator shall at any time establish to the satisfaction of fhe
Commissioner that further drilling of said well would be unwarranted orxr imbrac—
ticable, provided, however, tﬁat Unit Operator shail not in any event be réquired
to drill said well to a depth in excess of 14,000 feet. Unﬁil the discovery of a
deposit of unitized -substances capable of being produced in paying quantities,
The Unit Operator shall continue drilling one well at a time, éllowing not more
than six (6) months between the completion of one well and the beginning of £he
next well, until a well capable of producing unitized substances in paying
quantities is completed to the satisfaction of the Commissioner, or until it is
reasonably proved that the unitized land is incapable of producing unitized sub-
stances in paying quantities in the formations drilled hereunder. Nothing-in

this section shall be deemed to limit the right of the Unit Operator to resign



as provided in SecFion 4 hereof, or as requiring Unit Operator to commence

or continue any drilling during Fhe period pending such resignation becoming effec-
tive in order to comply with the requirements of this section by granting rea-
sonable extensions of ;ime when, in his opinion, such action is warranted.

Upon failuré to comply with the drilling provisions of thi; article, including

any extension of time granted by the Commissiongr, the Commissioner may, after

15 days notice to ﬁhe>Unit Operator, declare this Unif Agreement terminatéd;

and all rights, privileges and bbligations granted aﬂd assumed by thgs Unif
Agreement shall cease and terminate as of such date.

9) PLAN OF FURTHER DEVELOPMENT AND OPERATION: Within six (6) months

after completion of a well capable of producing unitized substances in paying °
quanfities, the Unit Operator shall submit for the approval of the Commissioner

an acceptable plan of deﬁelopment and operation for the unitized land which,

when approved by the Commissioner, shall constitute the further drilling and
operating obligations of the Unit Operator under this agreement for the period
specified therein. Thereafter, from time to time before the expiration of any
existing plan, the Unit Operator shall submit for the approval of the Commissioner
a plan for an additiénal specified period for the development and operation of

the unitized land.

Any plan submitted pursuant to this seption shall provide for the
exploration of the unitized area and for the diligent drilling neceésary for
determination of the area or areas thereof capable of producing unitized substances
in paying quantities in each and every productive formation gnd shall be as com-
plete and adequate as the Commissioner may determine to be necessary for tiﬁely
development and proper comnservation of the oil and gas resources of the unitized
area and shall:’ |

a) specify the number and locations of any wells to be drilled and
the proposed order and time for sﬁch drilling; and -

b) to the extent practicable, specify the operating practices regarded
as necessary and advisable for proper conservation éf natural resources.

Separate plans may be submitted for separate productive zones, subject

to the approval of the Commissioner.

Plans shall be modified or supplemented when necessary to meet changed



conditions or to protect the interests of all parties to this agreement, Rea-
sonable diligence shall be exercised in complying with the obligation of the
approved plan of development, The Commissioner is authorized to grant a reasonable
extension of the 6-month period herein prescribed for submission of an initial
plan of development where such action is justified because of unusual conditions
or circumstances. After completion hereunder of a well capable of producing
any unitized ‘éubstancés in paying "qv..lantitites, no. fﬁrther wells, except such as
may be necessary to afford protection against operat;ons not under.this agfee—
ment and such as may be specifically approved by the Commissioner, shall be
drilled except in accordance with a plan of developmeﬁt approved as herein pro-
vided.

If the Unit Operator should fail to comply with the above covenant
for reasonable developmeﬂt this agreement may be terminated by the Commissioner
as to all lands of the State of New Mexico embracing undeveloped regular well
spacing or proration units, but in such event, the basis of participation by
the working interest owners shall remain the same as if this agreement had not
been terminated és to such lands; provided, however, the Commissioner shall
give notice to the U£i£r0pe¥ator and the lessees of record in the manner pre-
scribed by Sec. 7—11—14,.N.M; Statutes 1953 Annotated, of intention to cancel
on account of any alleged breach of said covenant for reasonable development and
any decision entered théreunder shall be subject to appealyin the ménner pre-
scribed by Sec. 7-11-17, N.M. Statutes 1953 Annotated, and, provided further,
in anyAgvegt the Unit Operator shall be given a reasonable opportunity aftér a
final determination withiﬁ wﬁichlto remedy any default, féiling in which this
agreement shall be éérmiﬁa&ed as to all lands of the State of New Mexico em-
bracing undevéloped'regular'well spacing ‘or proration units.

10) PARTICIPATION AFTER DISCOVERY: Upon completion of a well capable

of producing unitized substances in paying quantities, the owners of working
interests shall participate in the production therefrom and in all other producing
wells which may be dfilled pursuant hereto in the proportions that théir réspective
leasehold interests covered hereby on an acreage basis bears to the total number

of acres committed to this Unit Agreement, and such unitized substances shall

he deemed to have been vproduced from the respective leasehold interests participating



therein. For the purpose of determing any benefits éccruing under this

agreement and the distribution of.the royalties payable to the State of New

Mexico and other.lessors,'éach separate lease shall have allocated to it such

percentage of said production as the number of acres in each lease respectively

~committed to this agreement bears to the total number of acres committed hereto.
Notwithsténding any provisions contained herein to the contrary,

each working interest owner shall have the right to take such gwner's propor-

tionate share of the unitized substances in kind or to personally éeil or éispose

of the same, and nothing herein contained shall be construed as giving or granting

to the Unit Operator the right to sell or otherwise dispose of the proportionate

share of any working interest owner without specific authorization from time

to time so to do.

11) ALLOCATION OF PRODUCTION: All unitized substances produced
from each tract in the unitized area estaﬁlished under this agreement, except in
any part thereof used for production or development purposes hereunder, or un-
avoidably lost, shall be deemed to be produced equally on an acreage basis from
the several\traqts of the unitized land, and for the purpose of determing any
benefits that accfue on an acreage basis, each tract shall'ﬁaée allocated to it
such percentage of said}productipn as its area bears to the entire unitized area.
It is hereby agreed that production of unitized substances from the unitized area
shall be allocated as provided herein, regardless of whether any wells are drilled

on any particular tract of said unitized area.

12) PAYMENT OF RENTALS, ROYALTIES AND OVERRIDING ROYALTIES: Ali ren#als
due the State of New Mexico shéll be paid by the respective lease owners in
accordance with the terms éf tﬁeir léases.

All?royalties due~the-StateLof New Meiico under the. terms of the
leases committed to this agreement shall be computed>and paid on the bais of
all unitized substances allocated to the respective leases committed hereto;
provided, however, the State shall be entitled to take in kind its share of the
unitized substances allocated to the respective leases, and in such case the Unit
Operator shall make deliveries of such royalty oil in accordance with the terms

of the respective leases.



If the Unit Operator introduces gas obtained from sources other
than the unitized substances into any producing formation for the purpose of re-
pressuring, stimulating or increasing the ultimate recovery of unitized substances
therefrom, a like amount of gas, if available, with due allowance for loss or
depletion from any cause may be withdrawn from the formation into which the gas
was introduced royalty free as to dry gas but not as to the products extracted
therefrom; provided, that such withdrawal shall be at such time as may be pro-
vided in a plan of operation consented to by the Commissioner and approved by the
Commission as conforming to good petroleum engineering practice; and provided
further, that such right of withdrawal shall terminate on the termination of
this Unit Agreement. |

If any lease committed hereto is burdened with an overriding
royalty, payment out of broduction or other charge in addition to the usual
royalty, the owner of each such lease shall bear and assume the same out of the
unitized substances allocated to the lands embraced in each such lease as pro-

vided herein.

13) CONSERVATION: Operations hereunder and production of unitized

substances shall be conducted to provide for the most economical and efficient
recovery of said substances without waste, as defined by or pursuant to State
or Federal laws or regulations,

14) DRAINAGE: The Unit Operator shall take such measures as the
Commissioner deems appropriate and adequate to brevent drainage of unitized sub-
stances from unitized land by wells on land not subject to this agreement;

15) LEASES AND CONTRACTS-CONFORMED AND EXTENDED INSOFAR AS THEY
APPLY TO LANDS WITHIN THE UNITIZED AREA: The terms, conditions

and provisions of all leases, subleases, operating agreements and other contracts
relating to the exploration, drilling development or operation for o0il or gas of the
lands committed to this agreement, shall as of the effective date hereof, be and

the same are hereby expressly modified and agendea insofar as they apply to lands
within the unitized area to the extent necessary to make fhé same conform to the
provisions hereof and so that the respective terms of said leases and agreements
will be extended iﬁsofar as necessary to coincide with the term of.this agreement
and the approval of this agreement by the Commissioner and the respective

lessors and lessees shall be effective to conform the provisions and extend the



terms of each such lease as to lands within the unitized area to the provisions
and terms of this agreement; but.otherwise to remain in full force and effect.
Each lease committed to tﬁis agreement, insofar as it applies to lands within
the unitized area, shall continue in force beyond the term provided therein as long
as this agreement remains in effect, provided, drilling operations upon the
initial test well_pfovided for herein shall have been commenced or said well is
in the procese ef being drilled by the Unit Operator prior to the expiration
of tﬁe shortest term lease committed to this agreement, Terminatien of this agree-—
ment shall not effect any lease which pursuant to the terms thereof or any appli-
cable laws would continue in full force and effect thereafter. The commence-
ment, completion, continued operation or production on each of the leasehold
interests committed to this agreement and operations or production pursuant
to this agreement shall be deemed to be operations upon and production from
each leasehold interest committed hereto and there shall be no obligation on
the part of the Unit Operetor or any of the owners of the respective leasehold
interests committed hereto to drill offsets to wells as between the leasehold
interests committed to this agreement, except as provided in Section 9 hereof.
Any lease embracing lands of the State of New Mexico having only a
portion of its lands committed hereto shall be segregated as to the portion com-
mitted and as to the portion not committed and the terms of such leases shall
apply separately as to such segregated portions commencing as of the effective
date hereof. Notwithstanding any of the provisions of this agreement to the
contrary, any lease embracing lands of the State of New Mexico having only A
portion of its lands committed hereto shall continue in full force and effect
beyond the term provided therein as to all lands embraced in such lease, if oil
and gas, or either of them, are discovered and are being produced in paying
quantities from some part of the lands embraced in such lease committed to this
agreement at the expiration of the secondary term of such lease, or if, at tﬁe
expiration of the secondary term, the lessee or the Unit Operator is then en-
gaged in bona fide drilling or reworking operationsﬁon some part of the 1ends
embraced tberein shell‘femain'in full force and effect so long as such operations
are being diligeﬁtiy pfosecﬁted; and they result in the production of o0il or gas,
said lease shali continue in full force and effect as to all of the lands embraced

therein, so long thereafter as oil and gas, or either of them, are being produced

- 10 -



in paying quantities. from any portion of said lands.

16) COVENANTS RUN WITH LAND: The covenants herein shall be. construed

to be covenants running with the land with respect to the interest of the parties

hereto and their successors in interest until this agreement terminates, and any

_grant, transfer, or conveyance of interest in land or leases subject hereto shall

be and hereby is'coﬁditioned upon the éssumptipn of all privileges and obliga-
tioﬁs hereundér by the gfantee, transferee Qr~othe; successor in Interest. No
assigmment or transfer of any working interest, royalty, or other interest.sub—
ject hereto shall be binding upon Unit Operator until the first day of the cal-
endar month after Unit Operator is furnished with the original, photostatic,

or certified copy of the instrument of transfer.

17) EFFECTIVE DATE AND TERM: This agreement shall become effective

upon approval by the Comhissioner, or ﬁis duly authorized representatives and
shall terminate two (2) years from said effective date unless:

(a) such date of expiration is extended by the Commissioner, or

(b) it is reasonably determined prior to the expiration of the
fixed term of an&_gxtension thereof that the unitized land is incapable of pro-
duction éf unitized éubsﬁances in paying quantities in the formations tested
hereunder and after notice of intention to terminate the agreement on such ground
is given by the Unit Operator to>all parties in interest at their last known
addresses, the agreement is terminated with the approval of the Commissioner, or

{(c) a valuéble discovery of unitized sub;tances has been made or
accepted on unitized land during said initial term ér’any extension thereof; iﬁi
which event the,agreement shall remain in effecg for such term and so long as
unitized substances can_ﬁe produced in quantitieé sufficient to pay for the cost
of producing same should production cease, so long-thereafter as diligent opera-
tions are in progress for the restoration of productioﬁ or discovery of new produc-
tion and so long thereafter as unitized substances'so discovered can be produéed
as aforesaid, or

(d) it is terminated as heretofore’pgovided in this agreement.

This agreement may be terminated at any time by not less than 75 per centum, on

an acreage basis. of the working interest owners sienatorv hereto. with the approval



of the Commissioner; notice'of any éuéhbapproval to be given by the Unit
Operator to all parties hereto,

18) RATE OF PRODUCTION: All production and tﬁe disposal thereof

shall be in conformity with allocations, allotments and quotas made or fixed
by the Commission anq in conformity with all applicable laws and lawful regu-
lations. - ' ‘
19) APPEARANCES: Unit Opérator shall, gfter notice'td other partieé
affected, ha&e“fhe right to appear for and on behalf of any and all intere;ts
affected hereby before the Commissioner of Public Lands of the State of New
Mexico and the New Mexico 0il Conservation Commission and to appeal from orders
issued under the regulations of said Commission or Commissioner or to apply

for relief from any of said regulations or in any proceedings relative to opera-
tions before the’Commissioner or Commission, or any other legally constituted
authority; provided, however, that any other interested party shall also have
the right at his own expense to be heard in any such proceeding.

20) NOTICES: All notices, demands or statements required here-
under to be given or rendered to tﬁe parties hereto shall be deemed fully given
if given in writing énd personall& delivered to the party or éent 5y postpaid
. registefed or certified mail, addressed to such party or parties at their re-~
'spective addresses set forth in éonnection with ;he signatures hereto or to the
ratification or consent hereof or to such other address as any sucﬁ pafty may
have furnished in writing to party sending the notice, demand or statement.

21) NO WAIVER OF CERTAIN RIGHTS: Nothing in this agreement con-

tained shall be construed as a4waiver by any barty hereto of the right to assert
any legal or constitﬁtional right or defense as to the vaiidity or invalidity

of any law of the State wherein said unitized lands are located, or of the United
States, or régulations issueé thereunder in any way affecting such party, or as

a waiver by any such party of any right beyond his or its authority to waive;

22) UNAVOIDABLE DELAY: All obligations under this agreement

requiring the Unit Operator to commence or continue drilling or to operate on or
produce unitized substances from any of the lands covered by this agreement shall
be suspended while the Unit Operator, despite the exercise of due care and dili-

gence, is prevented from complying with such obligations, in whole or in part,



by strikes, acts of God, Federal, State or munic%pal laﬁ or agencies, unavoid-
able accidents, uncontrollabie delays in traﬁsportation, inability to obtain
necessary materials in open market, or other matters beyond the reasonable
-control of the Unit Operator whether similar to matters herein enumerated or
_not. No unit obligation which is suspended under this sec;ion shall become
due less than thirty (30) days after it has been determined tﬁat the suspension
is no -longer applicable. Determination of eredi;able "Unavoidabie Delay” time
shall be made by the Unit Operator subject to approval of the Commiesioeer:

23) NONDISCRIMINATION: In connection with the performance of

work under this agreement, the Operator agrees to comply with all of the pro-
visions of Section 202 (1) to (7) inclusive of Executive Order 11246 (30 F.R. -

12319), which are hereby incorporated by reference in this agreement.

24) 10SS OF TITLE: 1In the event title to any tract of unitized
land shall fail and the‘true owner cannot be induced to join in this Unit
Agreement, such tract shall be automatically regarded as not committed hereto
and there ehall be sucﬁ readjustment of fueure costs and benefits as may be
required on account of the loss of such title. In the event of a dispute as
to title to any royalty, working interest or other interests subject thereto,
payment or delivery on account thereof may be withheld without liaeility
for interest untilzthe'dispufe is finally settleﬁ; provided, that no payments
of funds due the State of New Mexico should be withheld, but such funds of the
State of New Mexico shall be deposited as directed by the Commissioner to be
held aé'unearned money pending final settlement of the title dispute, and then
applied as'eafned‘or returned in accordance with such final settlement.

Unit 0§erator asrsuchris relieved from any.responsibility for any
defect or failure of any title hereunder. |

25) NON-JOINDER AND SUBSEQUENT JOINDER: If the owner of any sub-

stantial interest in a tract within the unit areaxfails or refuses to subscribe
or consent to this agreement, the owner of the working interest in that tract
may withdraw seid tract from this agreement by writeen notice delivered to the
Commissioner and the Upit Operator prior to the approval of this agreement by
the Commissioner. Any oilior gas interests in lands within the unit area not

committed hereto prior to submission of this agreement for final approval may



thereafter be committed hereto by the owner or owners thereof subscribing or
consenting to ;his_agteanent, énd, if the interest 1s a working interest,

by the owner of such interest also subscribing to the Unit Operating Agreement.
After operations are commenced hereundef, the right of subsequent joinder, as
provided in this section,'by a working interest owner is subject to such require-
ments or approQgié;‘if‘any, pertaining to such joinder, as may be provided for
invthe Unit Operating Agfegﬁént.‘ After final approval ﬁer;of, joinder by a non;
working intgrest owner must be consented to in writing by the workiﬁg integest
owner committed hereto and responsible for the payment of any benefits that may
accrue hereunder in behalf of such non-working interest. A non-working interest
may not be committed to this Unit Agreement unless the corresponding working
interest is committed hgreto. Joinder to the Unit Agreement by a working interest
owner, at any time, mustbbe accompanied by appropriate joinder to fhe Unit
Operating Agreement, if more than one committed working interest owner is in-
volved, in ofder for the interest to be regarded as committed to this Unit
Agreement. Except as may otherwise herein be provided, subsequent joinders to
this agreement shall be effective as of the first day of the month following

the filing with the Commissioner of duly executed counterparts of all or any
papers necessary to establish.effective commitment of any tract to this agree-
ment, provided, hbwever, that ali subsequént joinders must be approved by the
Commissioner.

26) COUNTERPARTS: This agreement may be executed in any number of

counterparts no one of which needs to be exeéuted by all parties or may be fati~
fied ¢r consented to by séparate instrument in writing specifically refe;ring
hereto and shall be binding upon all fhose parties who have executed such a counter-
part, ratification, or-consent hereto with -the - same force and effect as if all

such parties had signed the same document and regardless of whether or not it is
executed by all other parties owning or claiming an interest in the lands witﬁin

the above described unit area.

27) NO PARTNERSHIP: It is expressly agreed that the relation of the
parties hereto is that of independent contractors and nothing in this agreement
contained, expressed or implied, n&r any dperations conducted hereundér, shall

create or be deemed to have created a partnership or association between the

- 14 -



-'part:les ‘hereto or any of them, except as ﬁrov:lded in Article XV.D., "Tax

'Partneréhip Agreement” in the Unit Operating Agreement.
IN WITNESS WHEREOF, the parties hereto have caused this agreement _
to be executed and haﬁé sét oppésite their respective names the date of

" UNIT OPERATOR AND WORKING INTEREST OWNER . .

Daig: February 15, 1978 o j S MESA PETROLEUM CO.

Address: 1000 Vaughn Building - /QA/#_ 1 Véﬁb

Midland, Texas 79701 : Robeft H. Norfhington/ 0
’ Attorney-in-Fact

WORKING INTEREST OWNERS

© AMOCO PRODUCTION COMPANY

. By:

Attofney-in—Fact

PENNZOIL COMPANY

By:

'_Ageﬁt and Attérﬁeﬁ—in;yact:,ij

S < TRANSWESTERN GAS SUPPLY .COMPANY -

e E T Vice-President

: L o .. PACIFIC LIGHTING GAS DEVELOPMENT COMPANY
ATTEST: ~ e _ _ - AT R

AR I BN 5 £ 4 A
PR L.t C S ;VicefPresident;"'

SR :_.secret.aty.f_"? R T e
T omoE 7 en. T m ot WAINOCO OTL.& GAS COMPANY. - AR

ATTEST: .. . T R - R
. ‘:g - :;‘_ i B ) President .

ATLANTIC RICHFIELD COMPANY ”;

~ 'V‘jl- - .,_'By:
- s ‘Attorney—in—Fact‘” k

‘ﬂrPerry R. Bass -

ATTEST: '



 r- -

(et S

c e et

THE STATE OF TEXAS I
COUNTY OF MIDLAND 1

. S d
The foregoing instrument was acknowledged before me this ZZ ﬁay of
S gé_, 1978 by ROBERT,H. NORTHINGTON, Attorney-in-Fact for MESA

PETROLEUM CO., a. corporqt‘&q&'{ Bﬂgpfhalf of said corporation.»

S ..Q¢9 ), -
My Commission Expires; if"- : AL _
‘ B, - Notary Public - _

(p—z:-vfi

COUNTY OF HARRIS ); o

The foregoing instrument was acknowledged before me this 'day'of“
» 1978 by . : , Attorney-in~-Fact for AMOCO

T TRANSWESTERN GAS SUPPLY COMPANY a corporatlon, on behalf of sald corporatlon.,f-*ﬂ

» My Comm1351on ExplreS. '“ilijrfﬁ~

- COUNTY OF s X

PRODUCTION COMPANY, a corporation, on behalf of said corporation.

My Commission Expireé:' .
' Notary Public

THE STATE OF  §
COUNTY OF . - ;"f,: X

The foreg01ng 1nstrument was acknowledged before me thlS ] day of -

1978, by : » Agent and Attorney- 1n—Fact for -
PENNZOIL COMPANY -a corporation, on behalf of said corporatlon. -
My Commlssion ExPires. o ;.f: ) -
: S o NotaryﬂPnblic

THE STATE OF = X o nrES e e
COUNTY OF - - X B R

. }' The foreg01ng 1nstrument was acknowledged before me this day of.-
». 1978, by - ' . © o, Vice-President of .

_Notary_?ublic -

THE STATE OF CALTFORNIA )

. The " foregoing 1nstrument was acknowledged before me this . .day of
» 1978, by -~ - B »-Vice-President of PACIFIC

LIGHTING GAS DEVELOPHENT COMPANY a corporatlon, on behalf of said corporatlon.,>

Hy Commlssion Explres°

- 16 - - R



THE STATE or . - - C
COUNTY OF ‘ ] )

The foregoing instrument was acknowledged before me this - day of -

: - » 1978, by ’ : President of WAINOCO OIL & GAS
COMPANY, a corporation, on behalf of sa:.d corporation. f.‘_-: - .

THE STATE 6F ... [

COUNTY OF . - ,'1 )

‘The forego:tng instrument was acknowledged before me this S day - .
of s 1978 by PERRY R. BASS. " - R . . ST
My Commission Expires: o . v .o R

T ) . - Notary Public. _
2T o The forego_:l.ng 1nstrument was acknowledged before me th1s G day of - "'.“—;f—» |
: , 1978, by = - - *- ., Vice-President of BASS ~ | oo
ENTERPRISES PRODUCTION CO., a corporatlon, on behalf of said corporatlon. ,‘ SR
My Commlss_ion Expires: . ) .
- DR R Notary Public - A - -
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" NORTH SCHARB UNIT.

v m— o=y

'LEA COUNTY, NEW MEXICO |

UNIT AREA OUTLINE

STATE LANDS
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“NORTH SCHARB UNIT" - s
... EXHIBIT AN

~ Attached to and made a part of Unit Agreement for the Development and Operation of the
North Scharb Unit Area: . " - ' o ~ -

Operator . o T . [Fe w2 -0 D Non-Operators .
- i' - Amoco Production Company‘

Mesa Petroleum Co.f‘
: ; Pennzoil. Company

Transwestern Gas Supply Company

Pacific Lighting Gas Development Company
Wainoco 0il & Gas Company

Atlantic Richfield Company

Perry R. Bass

Bass Enterprises Production Co.

IIX.

{ . -

includes all of the lands and oil and gas leasehold
interests intended to be developed and operated for oil and gas purposes under this
agreement, being 1911.24 acres described as S Sections 29 & 30 and All Sections 31 & 32,
Township 18 South, Range 35 East, NMPM, Lea County, New Mexico. B : ‘

The Unit Area is comprised of and

) - IIT. - .

The Unit Area is comprised .of and consists of all formations and horizons unde

r the
aforesaid land, and is not limited as to any depth or formation, -

Iv.

Description of 0il & Gas Leases Subjeét to this'Unit Agreement:',‘?}

Tract 1 - 320 a., N Section 32 o . S

Dated : February 20, 1968 - ' R ;':<' -

lessor : State of New Mexico, 1L-638 ' ’

Lessee : Amoco Production Company . - o I S : :

Owner : - Amoco Production Company . T
Royalty:  12%Z .~ - Other Burden: - —0- B 7 -
Tract 2 - 156.96 a.; Lots 3 & 4, ESWy Section 30 . T

Dated : May 21, 1968 N T el e T S e

Lessor : State of New Mexico, 1-919 - .. R 7

Lessee : Amoco Production Company ' S e -

Owner : Amoco Production Company ) : ) T

Royalty: 12.52 . Other Burden: -0~

Tract 3 — 160 a., SE}% Section 30 _ i
Dated  : April 15, 1969 L S

Lessor : State of New Mexico, L-2790 . —.% -~ - . = -

Lessee : Amoco Production Company ™ : - el

Owner = Amoco Prbduétibn:Cdmpanyﬁzi; - -

Royalty: T .- Other Burden: S - - .
~



Tract 4

Dated
Lessor
Lessee
Owner

Royalty:

Tract 5

Dated

Lessor
Lessee
Owvmer :

Royalty:

iy . o " ol 4

Tract 6

Dated
Lessor
Lessee
Owner

*e a0 v g0

' Royalty:

Tract 7

Dated
Lessor
Lessee
QOuner

Royalty:

Tract 8

Dated :
Lessor
Lessee
Owner

Royalty:

Tract 9

Dated
Lessor
Lessee
Owner

LU T RY S V)

Royalty:

Tract 10

Dated
Lessor
Lessee
Owner

Royalty:

160 a., SW%'Section‘29
 April 16, 1968

State of New Mexico, L-787
Mesa Petroleum Co. .

Mesa Petroleum Co. ; 70%
Transwestern Gas Supply Company 15%
Pacific Lighting Gas Development Company 15%
12.5% Other Burden: -0- '
120 a., WxSE% & SE%SEX% Section 29

May 1, 1971

State of New Mexico, L—5468

Mesa Petroleum Co. ,
Mesa Petroleum Co. 70%
Transwestern Gas Supply Company 15%
Pacifiec Lighting Gas Development Company 15%
12.5% - Other Burden: -0-

40 a., NEY%SEX% Section 29

August 1, 1973

Peoples Securities Company

Mesa Petroleum Co.

Mesa Petroleum Co. 70%
Transwestern Gas Supply Company 15%
Pacific Lighting Gas Development Company 15%

18.75% Other Burden: -0-

320 a., SE%NW% SLNEY%, NEY%SW%, N4SE% & SE4SEY% Section 31
. SW4SWY% Section 32

August 1, 1973 -

Peoples Securities Company

Mesa Petroleum Co.

Mesa Petroleum Co. - - 70%
Transwestern Gas Supply Company 15%
Pacific Lighting Gas Development Company - 15%
18.75% Other Burden: -0~ '
200 a., N}S% & SE%SFX% Section 32
" June 18, 1968
State of New Mexico, L-968
Pennzoil United, Imc.
Pennzoil Company . ) . 74.99187%
Wainoco 0il & Gas Company  25.0082%
12.5% Other Burden: =0~

157.17 a., lots 3 & 4, SEXSWy, SW%SE% Section 31
July 16, 1968

State of New Mexico, L-1040
E. V. Mitchell

Pennzoil Company

Wainoco 0il & Gas Company
12.5% Other Burden.

74.9918%

25.00827%

12.5% ORI

197.11 a., N%NE& NE%NW%; lots 1 & 2 Section 31
February 10, 1951 - =5

State of New Hexlco, E—5014
Ralph Nix . Q'ﬂ;;.

Perry R. Bass - . ° ‘;5*? " 1/4
Bass Enterprises Production Co. 3/4- .
12.5% -0-

Other Burden:



Tract 11

Dated
_Lessor
Lessee
Owner
Royalty

*e o4 o do o

80 a., SEX%SW & SW4SE% Section 32
July 19, 1956 v

.a. Ora Loving Jackson . b. James H. Jackson

Charles B. Read
Atlantic Richfield Company

12.5%

Other Burden: -0~

V.

Addresses of Parties for Notice: .

- (915) 684-5723

Mesa Petroleum Co.

1000 Vaughn Building

Midland, Texas 79701 :
Attn: Robert H. Northlngton
(915) 683-5391 -

Amoco Production Company
P. 0. Box 3092

Houston, Texas 77001
Attn: Tom J. Morrow
(713) 652-4617

Pennzoil Company

P. 0. Box 1820
Midland, Texas 79702
Attn: Cecil B. Ellis
(915) 682-7316

Transwestern Gas Supply Company
P. 0. Box 2521

Houston, Texas 77001

Attn: W, L. Holmes

(713) 651-0161

Pacific Lightlng Gas Development Company

.720 West Eighth Street

Los Angeles, California 90017
Attn: W, E. Ryan
(213) 689-2467

Wainoco 0il & Gas Company
1100 Milam Building, Suite 600
Houston, Texas 77002

Attn: . Leonard K. Bray

(713) 658—9900

Atlantlc Richfield Company
P. 0. Box 1610 -

Midland, Texas 79702
Attn: - Curtis Krehbiel -
(915) 684 0100

Perry R. Bass
P. 0. Box 2760
Midland, Texas 79702

Bass Enterprises Production Co.
P. 0. Box 2760

»

" Midland, Texas 79702

Attn: Bill Parsons
(915) 684—5723



VI.

Schedules of Participation:

A, W Section 32 (Initial Test Well)

Party

Amoco Pfoduction Company
Mesa Petroleum Co. - :
Transwestern Gas Supply Company

Pacific Lighting Gas Development Company .

Wainoco 0il & Gas Company
Pennzoil Company -
Atlantic Richfield Company

(1) assumes conversion of ORI to WI

B. F Section 32

Party

Amoco Production Company

Mesa Petroleum Co.

Transwestern Gas Supply Company ’
Pacific Lighting Gas Development Company
Wainoco 0il & Gas Company

Pennzoil Company

Atlantic Richfield Company -

BPO

Cost Sharing

%

38.00
35.00 -
9.21
9.21
8.58
-0-
..0_
100.00

Cost Sharing

Z .
33.8447

28.0784 -

6.8974
6.8974
6.4276
5.3545

12.5000

100.0000

(1) has option to farmout retaining 6.25Z ORI and

conversion option to 507 WI

@

APO

Cost Sharing

b4
36.2617
30 0844
- 7.3904
7.3904
6.8866
5.7365

6.2500

100.0000

1)
(1)



C. Section 31

Party .

Amoco Production Company

Bass Enterprises Production Co.
Mesa Petroleum Co: .-

Perry R. Bass - . - _ .
Transwestern Gas Supply Company

Pacific Lighting Gas Development Company

Wainoco 0il & Gas Company
Pennzoil Company

D. S% Section 29 and S% Section 30

Party

Amoco Production Company

Mesa Petroleum Co.

Transwestern Gas Supply Company
Pacific Lighting Gas Development Company
Wainoco 0il & Gas Company

Pennzoil Company -

Cost Sharing
Z
27.8482
23.3071

1 21,6755

.7.7691

"-5,0778

-5,0778
- 4.7255

4.5190
100.0000

- Cost Sharing

Z

40.4044
31.4485
7.3672
7.3672
6.8562
6.5565

- 100.0000
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